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SUBJECT: CENTRAL BANK LENGHENS MINIMUM TERMS ON FOREIGN 
FINANCIAL CREDITS 

REF: (A) BRASILIA 3748 (B) BRASILIA 4591 

1. CENTRAL BANK SOURCE HAS CONFIREMD REPORT THAT ON 
JULY 19 NATIONAL MONETARY COUNCIL TOOK UNPUBLICIZED 
DECISION TO LENGTHEN MINIMUM REQUIRED TERMS FOR FOREIGN 
FINANCIAL CREDITS TO BRAZIL FROM 8 YEARS TO 10 YEARS. 

SOURCE SAID REASONS FOR DECISION WERE THREEFOLD: TO 
REDUCE RATE OF INFLOW OF NON-COMMERCIAL CREDITS FROM 
ABROAD, TO FURTHER STRETCH-OUT MATURITY PROF IL E OF 
BRAZIL'S FOREIGN DEBT, AND TO DIMINISH IMPACT OF EXTERNA 
PRESSURES ON DOMESTIC MONEY SUPPLY AS PART OF GOVERNMENT'S 
EFFORT TO MEET 1973 INFLATION TARGET. SOURCE SAID THAT 
AUTHORITIES ALSO HOPED NEW REQUIREMENT WOULD HAVE EFFECT 
OF SLOWING DOWN RATE OF FOREIGN EXCHANGE RESERVE ACCUMULA- 
TION. GOB DOES NOT HAVE ANY FIXED POLICY ON RESERVES 
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AS COMFORTABLE TO HANDLE ANY POSSIBLE FUTURE CONTINGENCY. 

2. COMMENT: MONETARY COUNCIL'S MOVE CAME JUST FIVE WEEKS 
AFTER ACTION THAT INCREASED MINIMUM TERM FROM 6 TO 8 YEARS. 

(REF A) DECISION INDICATES A TOUGHENING IN GOB MEASURES 

TO DEAL WITH INFLOW OF FOREIGN FUNDS, SINCE CENTRAL BANK 
OFFICIAL STATED THAT PURPOSE WAS TO REDUCE NET INFLOW 
RATHER THAN PREVENT INCREASE ABOVE CURRENT VOLUME (WHICH 
WAS OFFICIAL EXPLANATION OF JUNE ACTION). OFFICIAL 
ACKNOWLEDGED THAT GOVERNMENT S OPEN MARKET OPERATIONS HAVE 
BEEN ONLY PARTIALLY SUCCESSFUL IN NEUTRALIZING INFLATIONARY 
IMPACT OF FOREIGN FUNDS THROUGH DOMESTIC MONEY SUPPLY. 
INDICATING THAT AUTHORITIES PREVIOUSLY UNDERESTIMATED 
EXTERNAL PRESSURES ON INFLATION OR. MORE LIKELY, THAT 
DOMESITC MONETARY AND FISCAL EFFORTS TO CONTAIN RISING 
PRICES HAVE FALLEN SHORT OF EXPECTATIONS. WHILE IT IS TOO 
EARLY TO MEASURE EFFECTIVENESS OF JULY 19 ACTION, CENTRAL 
BANK OFFICIAL COMMENTED THAT AS OF JULY 31 THERE HAD BEEN 
NO APPRECIABLE CHANGE IN RATE OF INFLOW OF FOREIGN FUNDS. 

3. EMBASSY OFFICER NOTED THAT NEW 10 YEAR REQUIREMENT MAY 
POSE DIFFICULTIES FOR AMERICAN BANKS OPERATING IN BRAZIL. 
OFFICIAL RESPONDED THAT THIS MAY BE SO FOR SOME U.S. 

BANKS BUT NOT ALL, SINCE SEVERAL HAVE ALREADY BEEN 
EXTENDING 10 YEAR CREDITS. 

CLEVELAND 



LIMITED OFFICIAL USE 



NNN 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 01 AUG 1973 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: garlanwa 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1973BRASIL04831 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: n/a 

From: BRASILIA 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1973/newtext/t19730866/aaaabwfa.tel 

Line Count: 87 
Locator: TEXT ON-LINE 
Office: ACTION EB 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 73 (A) BRASILIA 3748 (B) BRASILIA 45, 91 

Review Action: RELEASED, APPROVED 

Review Authority: garlanwa 

Review Comment: n/a 

Review Content Flags: 

Review Date: 16 JAN 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <16-Jan-2002 by martinmb; APPROVED <05-Feb-2002 by garlanwa> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: CENTRAL BANK LENGHENS MINIMUM TERMS ON FOREIGN FINANCIAL CREDITS 
TAGS: EFIN, BR 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




